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Welcome
How to Prepare

For
Loan Originator Licensing

K.C. Schaler, 
Supervising Examiner

State of Idaho, Department of Finance
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What We Will Cover:

Definitions and Exemptions
who is covered and who is not

Application Process
Initial filing, renewals

Continuing Education and Proposed Rules
Important Dates and more…
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DEFINITIONS

Loan Originator
Subject to licensing and continuing education

“Loan Originator” means any person, other than an 
exempt person, who performs the activities 

described…with respect to a  residential mortgage loan.

Qualified Person in Charge (QPIC)
Subject to continuing education

Subject to licensing if conducting loan origination activity

The individual designated in charge of the mortgage 
broker/lender licensee, whose 3 years of residential 

mortgage broker/lender experience was used to secure 
or maintain a mortgage broker/lender license.
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DEFINITIONS

Loan Origination Activities

“Loan Origination Activities” means for compensation or 
gain, either directly or indirectly, engaging in any of the 
following activities while representing or acting on behalf 
of a mortgage broker or mortgage lender:

Soliciting, accepting, or offering to accept an application for a 
residential mortgage loan;
Assisting a borrower, or offering to assist a borrower in the 
preparation of a residential mortgage loan application; or
Negotiating or offering to negotiate the terms or conditions of a 
residential mortgage loan with a borrower.
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Exemptions

Employees and agents of certain financial 
institutions —banks, credit unions, savings & loan 
associations and industrial loan companies----and their 
wholly-owned subsidiaries.

Employees and agents of bank affiliate licensees
if the affiliate is wholly-owned by the same bank 
holding system.
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License Application Process

Sole Proprietors who hold a mortgage broker/lender license 
in their own name will not be required to obtain an 
additional loan originator license as long as they remain 
exclusive to themselves and do not originate for any other 
entity.

W-2 employees and 1099 contract personnel are equal and 
the same when it pertains to licensing under the IRMPA.

Licensing requirements do not apply to those who perform 
only clerical or administrative functions and who do not 
solicit borrowers or negotiate the terms of loans on behalf 
of the licensee, or perform other described loan origination 
activities.
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Loan Application Process

Pre-Licensing Requirements

No Test!
License application fee of $200.  If a complete
application package is filed (postmarked by the USPS or 
documented by an overnight delivery service) by March 
1, 2006, the initial fee is $100.  Fees are non-refundable.
Completed application form
Surety bond, to the state of Idaho, or a Certificate of 
Deposit in the amount of $10K.
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Loan Application Process

Loan originator license applications may be 
denied if:

The financial responsibility, character and fitness 
cannot be demonstrated;
The applicant has been convicted of any felony;
A court has accepted a finding of guilt of any felony;
The applicant has been convicted of a misdemeanor 
involving the financial services industry;
A court has accepted a finding of guilt of a 
misdemeanor involving the financial services industry;
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Loan Application Process

The applicant has had a similar license denied, 
revoked or suspended in any state;
The applicant files a false or misleading application;
The applicant has violated the IRMPA or Rule;
The applicant has violated any state or federal law 
pertaining to mortgage brokering or lending, or loan 
origination activities;
Applicant has not provided a complete application 
package.
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Loan Application Process

The Application Process Begins

Application date-stamped received by 
receptionist and check processed
Data input pertaining to the applicant is entered 
into the database and file folder set up
Background check run on all parties 

Information provided comes from state regulatory agencies, federal 
regulatory agencies such as the NASD and SEC, HUD, DOJ and more
Expect to provide fingerprint cards allowing nationwide criminal
background checks with the uniform centralized application process
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Loan Application Process

Examiner Review
Have appropriate fees been paid?
Application complete? Were background questions answered 
truthfully and completely?  Do responses match background 
checks?
Were attachments provided as needed and complete?  Do they 
answer the questions and provide the information needed to 
make a decision?
Is information provided or missing material to the application 
decision?  Is additional information or further investigation 
needed?
Is bond complete, original and appropriately signed by all 
parties?  Does the name on the bond match the name of the 
applicant exactly?
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Loan Application Process

License Status
Approved/license issued:  Application package complete and 
employment information with mortgage broker/lender licensee 
provided/verified
Unassigned: Application package approved but employment 
information with mortgage broker/lender licensee not yet 
provided/verified
Pended:  Application package is incomplete or otherwise 
deficient.  Written notification provided to applicant via email, fax 
or USPS depending on information provided or deficiency reason
Denied:  Information provided or subsequently received indicates 
issuance of license is not warranted.  Application elevated to 
Supervising Examiner and Bureau Chief for further review and 
recommendation prior to assignment to Attorney General’s office 
for denial order.  Administrative Order of Denial issued.



13

Loan Application Process

General Application Process Information

Applications are reviewed in the order received
Mortgage firm applications average 50-70 per month
Consumer Credit and Collection Agency applications average 20+ per month
Escrow company licenses are now required
Estimate between 5,000-10,000 loan originator applications will be received

Volumes do not allow review time frames to be promised
Consumer Finance Bureau has 3 examiners in the licensing section
Two office specialists will be hired by mid-November
Current review time approximately 30 days -- statute allows up to 60 days
Status calls will not expedite the process—complete packages will

Licensing is more than licensing….
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Loan Application Process

Where is My License?
Approved Loan Originator licenses will be issued in the loan 
originator’s name AND will reflect the licensed “employing”
mortgage broker/lender
Approved licensees will be posted to the website in live time in a 
new section “Loan Originator Licensees” accessible from the home 
page

Loan originator licensee listings will reflect their association to a mortgage 
broker/lender licensee
Mortgage broker/lender licensee listings will reflect associated loan originator 
licensees

Hard-copy licenses will be mailed to the employing company-
designed compliance person

Employing companies must provide a copy of the license to the licensed physical 
location that originator will primarily work from for display in a conspicuous 
location
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Loan Application Amendment Process

Have A Change To Your Original Application?

Changes at any time during the licensure process, or 
after a license is issued, are required in order to keep the 
information current

Includes address, phone, email, employer, answers to background 
questions, etc

Changes to a filed loan originator application are to be 
completed by filing an updated application form LO1

Mark “Amendment” box
Complete only the amended information sections and the loan 
originator’s name
Circle those sections to be amended
No fee charged for changes
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Avoid Common Application 
Deficiencies

Read instructions
Complete the entire application, legibly
Answer background questions thoroughly and honestly

If you answer “Yes” to any question, provide complete details of all 
events and supporting documentation by attachment
Full disclosure may not make the event material to the application 
decision, but failure to disclose an event will ALWAYS make it material

Do not leave any space blank
Make sure bond is completed, signed by surety company and 
applicant (originator), the name of the originator matches the 
originator applicant’s name on the application, and the 
ORIGINAL is submitted with all original attachments 
Submit the correct payment amount

Sign check and be sure funds are good
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Loan Application

Loan Originator Application
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Changes of Employment

“Employers” must notify the Department of hirings and terminations 
within 30 days of occurrence

Terminations require return of original license
Notification forms will be available in the mortgage forms section on the 
website

Upon notification of employment termination, a loan originator’s 
license will be placed into an “Unassigned” status and inactivated 
until verification and notification of new employment is received

Upon notification and verification of “employment”, a new loan 
originator license will be issued in the name of the loan originator 
and reflecting the association with the verified “employer”
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Loan Originator License Renewal

Renewal fee of $100
Completion of Renewal Form (format TBD).  On-Line 
filing will be available if licensee can pay by credit card
Forms will be available on the website for those who file 
by mail 
Forms will be available by September 1
Requested filing by October 15th.  Licenses expire by 
operation of law if a complete renewal is not postmarked 
by the USPS (or overnight delivery service documented) 
or received on-line by October 31st
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Avoid Common Renewal 
Deficiencies

File early!
Enclose correct payment amount and sign the 
check
Answer background questions thoroughly and 
accurately.  Attach the requested documentation 
and information for any “yes” response
Complete the entire form, including signature.  
Do not leave any area blank. 
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Continuing Education

Who Does It Apply To?

Loan Originators
Qualified Person in Charge (QPIC) 

Incorporated into “licensee” definition for purposes of the Rules

Requirements and Information

Proposed Rules will be presented in 2006 legislative 
session
If approved, will become effective when full session ends
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Continuing Education

Every licensee shall maintain copies of certificates of 
completion for at least 3 years

Minimum requirement of 16 credit hours must be attained 
within each reporting period

No less than 2 credit hours related to the IRMPA and Rules
No less than 14 credit hours related to approved topics

Excess accumulated hours will not carry over to subsequent 
reporting periods

Reporting period for credit hour accumulation begins 
November 1 and ends October 31, 2 years later

Initial reporting period will begin November 1, 2006 and end October 
31, 2008  for any loan originator licensed, or any QPIC designated, 
prior to November 1, 2006
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Continuing Education

Completed courses may not be repeated for credit hours 
with the same education provider within the same reporting 
period

Presumptive accreditation of courses and their providers, 
covering subject matter approved in the Rules, has been 
extended to organizations such as:

NAMB, MBA (national level of Idaho Mortgage Lenders 
Association), NAPMW, ABA, CSBS, AARMR
FNMA, FHLMC
IHFA, Regulatory agencies at state or federal level with 
oversight of mortgage related activity
Institutions of higher education accredited by the Idaho State 
Board of Education or by similar accrediting agencies of any 
other state
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Continuing Education

Courses in sales, increasing or building business such as 
lead generation, will not be approved for credit hours

Licensees shall attain a minimum 14 credit hours, within 
each reporting period, in courses related to the following:

Mortgage industry generally
Loan evaluation and documentation
Features of various loan products
State and federally required disclosures
Ethical considerations
Laws related to mortgages, deeds of trust, liens, pledges
Real estate and appraisal law
Principal and agency law and contract law
Basics of home purchase/ownership
RESPA/RegX, TILA/RegZ and federal Consumer Credit Protection Act
Idaho Credit Code, Idaho Mortgage Company Act, Idaho Escrow Act and 
the UCCC
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Continuing Education

Certificates of Completion issued by education providers must 
be delivered by the licensee to the Department no later than 
30 days after the expiration of the reporting period

Certificates may be delivered to the Department any time prior to 
the expiration of the reporting period

Failure to timely deliver completion certificates, to attain the
required credit hours or to maintain records as required, shall 
subject any licensee to license revocation or suspension

No reinstatement of, or new, license will be issued to any 
licensee until the accumulation of minimum credit hours are 
satisfied, if the lack of credit hours, the lack of reporting 
accumulated credit hours or incomplete reporting was the sole 
reason for the license loss
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Loan Originator Obligations

Loan originators may only conduct business for a licensed 
mortgage broker or lender

Loan originators can only conduct origination activities from 
an “employing” broker or lender’s licensed main or branch 
office

Loan originators cannot use any other name other than the 
one appearing on the license 

Original license must be maintained by the “employing”
mortgage broker or lender 

Copy to be displayed at originator’s primary work location 
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Loan Originator Prohibited Practices

Cannot be “employed” by more than one mortgage 
broker or lender simultaneously;

Cannot obtain an exclusive dealing from any 
borrower;

Contracts or requirements that borrowers may not apply elsewhere while an 
application is in process with a licensee or another entity is not allowed

Cannot delay a closing to increase fees payable by 
a borrower;

Cannot obtain any signed form from a borrower 
which contains blanks;
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Loan Originator Prohibited Practices

Cannot pay or offer to make payment to an appraiser to 
influence value;

Includes refusing to pay appraiser after contracted services 
performed, regardless of results or reason

Cannot make false promises, misrepresentations, or 
circumvent or conceal, any material information 
regarding a loan;

Cannot lock a loan, or represent a loan is locked, without 
delivering a written confirmation to the borrower.  
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“Housekeeping”

QPICs and Broker/Lender Licensees 
Note:

“Employing” mortgage brokers and lenders must:

Notify the director of “employment” of a licensed loan 
originator, within 30 days of employment or contractual 
arrangement;

Notify the director of “termination” of a licensed loan originator 
within 30 days of termination of employment or contractual 
arrangement;

Maintain any and all “employment” records of loan originators 
for 3 years.
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“Housekeeping”

Mortgage brokers/lenders risk suspension or revocation 
of licensure if they:

“Employ” a non-licensed loan originator who conducts loan 
origination activities prior to licensure

Fail to notify the director of “employment” or “termination” of a 
licensed loan originator within 30 days of event;

Fail to diligently supervise or control the mortgage related 
activities of the “employed” loan originator.
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“Housekeeping”

Reminders
Licensees to provide written notification of any office address 
change 15 days prior to a move or any office closure within 3 
days of occurrence. Closure notification must include an 
explanation of the disposition of any pending loan 
applications.

Licenses are not transferable.

Licensees may not “rent out” their licenses.

A branch must truly be an identifiable division of the legal 
entity licensed, and not a separate legal entity.
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Important Dates to Remember
January 1, 2006

Loan Originator licensing provisions take effect and licenses may 
first be issued

March 1, 2006
Applications postmarked AFTER this date must include the $200 
application fee and all origination activities must cease
Complete Loan Originator license application packages must be 
postmarked by this date to:

Submit discount application fee of $100
Have this continuing education course credited for the minimum 2
hours of training for the IRMPA requirement
Be able to conduct loan origination activity while application being 
processed

September 1, 2006
Renewal applications become available
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Important Dates to Remember

October 15, 2006
Renewal applications requested filing deadline

October 31, 2006
Renewal applications must be postmarked and complete
Renewal applications postmarked after this date, or incomplete 
after this date, expire by operation of law

November 1, 2006
Initial continuing education reporting period begins
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Other Dates of Interest

December 1, 2005
Applications may be submitted if database is ready
Licenses cannot be issued until January 1, 2006
Licensees will be notified when filing is available with a mailed 
useable application for duplication, posted as available on the 
website in the mortgage forms section and with an 
announcement placed on the home page at 
http://finance.idaho.gov

March and September (each year)
Compliance Connection newsletter is issued by the Bureau

Copy mailed to each licensed location
Current and past issues available on the website
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Finally……………
Please note the conditions under which you may claim continuing education credit specified on the 

certificate
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Thank You!



Loan Originator Regulation

Anthony Polidori
Supervising Examiner/Investigator

State of Idaho, Department of Finance
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“Individual commitment to a group effort --
that is what makes a team work, a company 
work, a society work, a civilization work.”

Vince Lombardi
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State of Idaho, Department of Finance 
Mission Statement

To aggressively promote access to vigorous, healthy 
and comprehensive financial services for Idaho 
citizens. This is accomplished through prudent and 
efficient oversight of financial institutions, investment 
opportunities, and credit transactions. Through 
administration of laws enacted by the Idaho 
Legislature, legitimate financial transactions are 
encouraged, while fraud, unsafe practices, and 
unlawful conduct are detected and appropriate 
enforcement action is taken. 
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Topics for Discussion

Department of Finance examination 
history and processes

Loan Originator Compliance 
Requirements



50

History of the Department’s Examination 
Process

Between 1996 and 2000, the Department of Finance 
conducted approximately 10 examinations.

Examinations were “for-cause”—based upon 
observation; due to complaints; or resulting from 
information from related sources.

The process lasted several days and regularly 
resulted in administrative action.
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An Evolving Process

At the end of 2000, the examination module 
evolved into a routine process.

Exams became routine based upon regions 
of operations.

Exams became limited scope, meaning they 
were generally focused on compliance 
review.
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Examination Focus

Full Scope Examination—
Assessment of business management through background 
information and from information gathered through 
interviews and investigative testimony.
An in-depth analysis of accounting measures.
Re-underwriting of specific loan files.

Limited Scope Examinations—
General business management.
An analysis of advertising.
A review of the accounting and record-keeping measures 
of the licensee.
A compliance review of a percentage of loans.
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Additional Focus to Account for Loan 
Originator Activities

Beginning in 2006, examination procedures will 
account for individual loan originator activity.

Loan review will encompass all licensed and active 
originators.

Examination findings will include individual loan 
originators when necessary.

Loan originator compliance will be ranked in a 
manner similar to mortgage brokers/lenders.
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Areas Reviewed in Examinations

Licensure in compliance with the Idaho 
Residential Mortgage Practices Act (Act).

Advertising and marketing in compliance with 
the Act and Regulation Z of Truth-In-Lending.

Record-keeping in compliance with the Act.
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Areas Reviewed in Examinations
Loan Originations—

Compliance with requirements to provide Idaho 
specific forms.

Compliance with RESPA and Regulation X 
requirements to provide disclosures.

Compliance with Regulation Z requirements to 
provide disclosures.

Compliance with consumer protection provisions 
of federal and state law.
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Areas Reviewed in Examinations

Loan Originations—

Representations made to borrowers and other 
parties during a transaction.

Practices in obtaining third-party services or in 
obtaining residential mortgage loan business.

Unlicensed origination activities.

Receipt or charges of fees that have not been 
disclosed or that are not reasonable and 
customary.
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General Compliance for Loan Originators

Licensing.

Record-keeping.

Continuing education.

Employment.

Loan origination practices.
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Licensing Compliance

Persons to be licensed to conduct loan origination 
activity.

Loan originators to operate from licensed locations.

Loan originators to conduct activity only in the name 
under which they are licensed.

Loan originators must provide full and truthful 
information as required at the time of application.
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Violations of Licensing Requirements

Persons engaging in loan origination 
activities without obtaining a license—

Conducting originations as an employee of a LO.

Administrative personnel conducting LO activities.

Acting as a consumer consultant for a fee.

Advertising using an unlicensed individual’s name.
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Violations of Licensing Requirements

Loan originators not operating from licensed 
locations—

Conducting loan originations from the LO’s home 
or separate business location.

Advertising unlicensed locations as a business 
address of the mortgage broker/lender.
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Violations of Licensing Requirements

Loan originating in a name other than that 
which is licensed—

Use of assumed business names that are not 
registered with the Department.

Use of the name of a separate entity when 
conducting originations.
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Violations of Licensing Requirements

Failure to provide full and truthful information 
at the time of application—

Omission of information regarding civil and 
criminal history.

Misrepresentation of entity structure (corporation 
vs. a natural person).

Omission of financial information that may be 
material.
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Record-Keeping Compliance

Maintenance of records related to business 
activities for a period for 3 years.

Retention of evidence of continuing education 
attendance.

Availability and security of records.
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Violations of Record-Keeping 
Requirements

Failure to retain business and transactional 
records—

Accounting/financial records not maintained within 
generally accepted accounting principles.

Record of activities missing or destroyed.

Forgery or alteration of records.
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Violations of Record-Keeping 
Requirements

Issues involving records of continuing 
education attendance—

Failure to maintain copies of certificates.

Forgery or alteration of records.
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Violations of Record-Keeping 
Requirements

Failure to make records available or to 
secure records—

Inability to provide records requested or refusal to 
grant the Department access to records. 

Misrepresenting the condition or status of records.

Failure to implement or follow safeguards to 
protect non-public, consumer information.
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Continuing Education  and Employment 
Compliance

Loan originators to attain 16 credit hours of 
instruction every 2 years.

Loan originators to conduct activities 
exclusively for one licensed mortgage 
broker/lender.
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Violations of Continuing Education and 
Employment Requirements

Failure to attain required credit hours—
Lacking 2 hours of continuing education on the 
Act and Rules and additional credit hours on 
covered subjects.

Misrepresenting certain professional education as 
being accredited or meeting the requirements of 
the Rules.

Contracting with or being employed by more 
than one mortgage broker/lender at a time or 
operating without a broker/lender affiliation.



69

Loan Origination Compliance

Providing required state disclosures.

Providing required federal disclosures.

Providing complete and accurate information 
to parties related to a transaction.

Conducting origination activities consistent 
with the Act and federal laws and regulations.
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Violations of Loan Origination 
Compliance Requirements

Failure to provide state specific disclosures—

Pre-payment penalty information disclosure.

Rate lock/float disclosure.

Disclosure of the nature of services to be provided 
and the identification of the service provider.

Written confirmation of the terms of a rate lock.
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Violations of Loan Origination 
Compliance Requirements

Failure to provide federally required 
disclosures—

Good faith estimates, servicing transfer 
statements, affiliated business disclosures, 
special information booklets.

Truth-in-lending disclosures and special 
information booklets.
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Violations of Loan Origination 
Compliance Requirements

Providing incomplete and inaccurate information—

Failure to disclose all fees to be received through a 
transaction, prior to loan closing.

Failure to account for all finance charges in APR 
calculations and truth-in-lending disclosures.

Failure to make good faith estimates that account for 
charges likely to be incurred through the transaction.

Misstatement of reasons for adverse action.
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Violations of Loan Origination 
Compliance Requirements

Engaging in prohibited practices—

Obtaining an exclusivity agreement from any 
borrower.

Delaying loan closing in order to increase the 
amount of fees received.

Misrepresenting the conditions of a loan to a 
borrower.
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Violations of Loan Origination 
Compliance Requirements

Engaging in prohibited practices—

Misrepresenting the condition of the borrower or 
collateral to a lender or any other associated 
party.

Making or withholding payment to any appraiser in 
order to influence his/her independent judgment.

Obtaining signed instruments or agreements from 
borrowers with blanks left to be completed.
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Violations of Loan Origination 
Compliance Requirements

Engaging in prohibited practices—

Making false promises intended to influence or 
persuade others into taking certain actions.

Misrepresenting, circumventing, or concealing any 
of the material particulars of matters relating to a 
residential mortgage transaction.

Utilizing bait and switch advertising or making 
representations or promises without 
substantiation.
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Violations of Loan Origination 
Compliance Requirements

Engaging in prohibited practices—

Failing to provide, upon request, closing 
documents to a borrower for preview.

Requiring borrowers to maintain hazard insurance 
above the replacement cost of the value of 
improvements on real estate.

Providing certain services, for compensation, 
without obtaining the required license to do so. 
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Violations of Loan Origination 
Compliance Requirements

Engaging in practices that are inconsistent 
with federal law related to residential 
mortgage lending—

RESPA – prohibition against kickbacks, referral fees, 
and unearned fees.

ECOA – discrimination in lending based upon certain 
personal factors.

Fair Housing – discrimination in residential lending 
based upon certain personal factors.
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Violations of Loan Origination 
Compliance Requirements

Engaging in practices that are inconsistent 
with federal law related to residential 
mortgage lending—

Obtaining consumer report information without 
authorization to do so or without a legitimate 
business purpose.

Sharing non-public, personal information about a 
borrower without authorization. 
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Reference Links

Idaho Residential Mortgage Practices Act 
and Rules Pursuant to the Act: 
http://finance.idaho.gov (go to – “Mortgage 
Forms” and obtain a complete copy of the Act 
and Rules).

Real Estate Settlement Procedures Act and 
Regulation X: 
http://www.hud.gov/offices/hsg/sfh/res/respa_
hm.cfm.

http://finance.idaho.gov/
http://www.hud.gov/offices/hsg/sfh/res/respa_hm.cfm
http://www.hud.gov/offices/hsg/sfh/res/respa_hm.cfm
http://www.hud.gov/offices/hsg/sfh/res/respa_hm.cfm
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Reference Links

Truth-in-Lending Act, Equal Credit 
Opportunity Act, Fair Housing Act, Fair Credit 
Reporting Act: Searchable through the 
Government Printing Offices Website at 
http://www.gpoaccess.gov/uscode/index.html.

Regulation Z and Regulation B: 
http://www.federalreserve.gov/regulations/def
ault.htm (also available through 
www.gpoaccess.gov).

http://www.gpoaccess.gov/uscode/index.html
http://www.federalreserve.gov/regulations/default.htm
http://www.federalreserve.gov/regulations/default.htm
http://www.federalreserve.gov/regulations/default.htm
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Reference Links

Fair and Accurate Credit Transactions Act 
(FACT Act) information from the Federal 
Trade Commission: 
http://www.ftc.gov/os/statutes/fcrajump.htm.

http://www.ftc.gov/os/statutes/fcrajump.htm
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